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The reports we have that General Peng ffen-chi has been 
in Hong Kong conferring with the CCP there strikes me, if 
true, as the most disturbing and urgent development thus far 
in regard to the fate of Formosa. 


In my opinion Peng is one of the most thoroughgoing 
scoundrels in the Chinese Army and would hesitate at nothing 
to insure his own position and welfare. JI believe that Peng 
could: 

l, Quickly come to an agreement with the CCP to 
deliver Formosa lock, stock and barrel”. at once. The 
Communists must know that Formosa is in other eyes than 
their own. To try to take it over any other way might 
involve delay and dangers for them, 


e. Defeat Chen Cheng and for the Gimo,Peng has no 
loyalty. He has never left the island since right 
after V-J Day. His. troops are his own. Roughly 80 
percent of them have been with him more than two years, 
many since the occupation of Taiwan, They are paid and 
fed, morale is good, and they are completely disciplined. 
None of the recent incidents has been caused by these 
troops. They number about 80,000, certainly not less 
than 60,000. The rabble inherited by Chen Cheng from 
Shanghai certainly are no match for them. 


Oe Probably contain Sun Li-jen, if the latter 
should (and undoubtedly would) challenge him. I do not 
know Sun's strength as of now, but it was three partly 
trained youth divisions inadequately armed and with 
little ammunition, no heavy machineguns or artillery 
and very few light machineguns. Sun tried without 
avail to get something from recent arrivals. I saw but 
do not recall the exact figures of whd he was’ given. It 
was insignificant. 
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Probably Sun could hold for the time being the 
Ping~tung-Fengshan~Kaohsiung triangle and probably take . 
over the Kaohsiung fortress command, which is very 
small, thus controlling Kaohsiung (Takao) port, depend~ 
ing on the course of action taken by Chinese Naval 
forces there. I doubt that he could do more at once 
unless supplied with arms and supplies, in which case 
‘his superiority as an officer would probably enable him 
to defeat any forces which could now be brought against 
him. His troops are really trained (including combat 
psychology) with high morale, spirit and loyalty to 
their officers. Sun's senior commanders are also highly 
regarded by our military, especially General Chao, Chief 
of Staff. 


.4. Control:a sufficient number of Formosan "lead- 
ers" to give a pretty good semblance of Formosan choice 
to the turnover. Peng has insidiously dug himself in 
with corrupt but influential Formosans or pseudo- 
Formosans such as Huang Chao-chin (born in Formosa~--~- 
most of life spent abroad--returned after V-J Day). 
Huang is President of the Peoples Political Council. 

Yu Mi-chien, Mayor of Taipei, works with Peng also, as 
do many of the landowning class, ; 


Action on our part, if the foregoing is correct, thus 


seems to be urgent or we face the possibility of a fait ac- 
compli within a matter of weeks which would make the situa- 
tion irretrievable. We could: 





A. Possibly convince UNA that considerations of 
national security are so overriding as to warrant con- 
vincing arguments with member states of the Trusteeship 
Council looking to the Council's reversing its stand 
that it does not want to establish a precedent by tak- 
‘ing items on its agenda not referred to it by the As- 
sembly. If this determined: 


B. Imnediately ascertain the positions of the key 
states on the Council except USSR and China, 1i.@€.,. 
Australia, Belgium, France, New Zealand, Philippines, 
UeK,s (The remaining members are Costa Rica, Iraq, 
Mexico, two of which will be changed in September elec- 
tions.) The composition of the Council seems overwhelm- 
ingly favorable to our purpose and we should by sound 
diplomatic work to be undertaken at once with our 
friends be able to convince them of the wisdom of our 


position 


TOP SECRET 











TOP SECRET © mi nt 


position and effectively discourage overt moves by 
placing the issue before the UN and the world, even if 
no positive action can be taken until the September 
Assembly. 


Any other alternative except the use of force by say 
ourselves, Australia and the Philippines acting on the basis 
that misgovernment and disturbances (assumably in the offing) 
constitute a.threat to peace seems out of the question at 
this critical stage, Pending current discussion by JCS as to 
possible reexamination of the US position I think we should 
actively pursue the UN possibility with a view to quick 
action, 


CIA is trying to verify Peng's Hong Kong visit. 


co; S/P, Mr. Davies 
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